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CONSIDERATIONS 


r SE. 


The late ORDER of the Two BAN Es eſtabliſh- 
ed at Edinburgh, by which they have re- 
called one Fourth of their Caſh-accompts. 


OME wecks ago, the two Banks of Scotland at Edinburgh 
ſent a circular letter to the ſeveral merchants and other gen- 
tlemen who had caſh-accompts in the books of either Bank, 

acquainting them, that from henceforth they were to conſider their 
caſh-accompts as reduced one Fourth; and if they had drawn 
money beyond three fourths of their former accompt, that they 
muſt immediately pay it, without any farther notice. 

It may be proper to conſider the motives of this order, and the 
effects it may produce; and, at the ſame time, to enquire, whether 
or not it be poſſible to invent any remedy againſt the danger which 
may attend future proceedings of this ſort ? 

This is an enquiry of the utmolt conſequence to the trade and 
proſperity of Scotland, and it is a cauſe in which every man, from 
the lowelt to the higheſt, is intereſted. It is an evil, however, 
which, we hope, may admit of a ſpeedy and effectual cure. 

It will be proper to premiſe, for the information of thoſe who 
may not have had occaſion to beſtow much thought upon this 
ſubject, That a bank is a ſociety or company of men, whole cre- 
dit is fo eſtabliſned, that their Notes or Bills have a currency, and 
fully ſupply the place of money in common tranſactions. 

Agreeable to the ſtricteſt meaning of a Bank, thoſe who iſſue 
the Notes, ought to have money equal to the full value of each 
Note, lying ready in the Bank: and, when that is the caſe, tlie 
paper is entirely equivalent to the money, with the advantage of 
Leing much more eaſily tranſported and counted over. 

The Bank of Amiterdam is upon this footing. No Notes are 
iſſucd by that Bank, except when money is paid in; and then au 
atteſtation is given, that ſuch a ſum is lodged in the Bank. The 
money is underſtood to be there kept: and this is the plan of the 
inſtitution, though there may be reaſon to ſuſpect that much of it 
has been again ſecretly iſſued out, and applied to the purpoſes of 
government ; but, however this may be, it is certain that every 
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* is willing to take the atteſtation of the Bank in payments 
as money. By the eſtabliſhr»ent of this Bank, the money cannot 
be demanded back, but muſt ever remain depoſited : and, mdeed, 
ſo great is the conveniency of paper-money, that no perſon would 
be willing to take their money in exchange for the paper, becauſe 
| they may {ell it for more than the fum it bears, which is called the 
agto of the Bank, or the rate at which Bank- paper i is valued above 
gl taſh. - 1 

The Bank of England i is not upon the ſame footing : all its 
Notes are not granted as the value of money actually lodged. It 
deals in diſcompting bills, for which it ifſues Notes tg a very 
extent: and there is this farther difference from that of Art þ ng 
that every perſon may demand up his money from the Bank of 
England when he pleaſes. 
The Banks eftabliſhed in Scotland are in a good meaſure on the 
_ fame footing with the Bank of -England. It had been found by 
experience, that when Notes fitted tor currency were granted as 
evidence of money depoſited, the occaſional demands for deli- 
vering up the money bore no proportion to the number of Notes; 
by which means a great ſum of money lay conſtantly in the Bank 
unemployed. - Several eminent bankers at London took advantage 
of this; and having given out Notes to a great extent, m return 
for caſh, or goods; or bonds; they kept no more money ready in 
Bank for anſwering theſe Notes than by experience was found to 
be fully ſufficient to anſwer the demands of caſh for Notes. The 
remainder they lent out on intereſt, or employed in trade. 
This is preciſely the method followed by the Banks eſtabliſhed 
in Scotland. They differ fram the Amſterdam Bank, in paying the 
value of their Notes on demand, and in keeping much Jef money 
in Bank than their Notes amount to; and they differ both from 
that and the Bank of England, in giving out Notes for much 
ſmaller ſums. * 
The advantage arifing from this to the private undertakers is 
very great, but the advantage to the country has been ſtill greater. 
Each of the preſent Banks at Edinburgh may perhaps circulate 
Notes to the amount of L. 300,000. ; but the ſum neceſſary tor 
anſwering the occaſional demands of caſh to be paid in exchange 
for Notes, will not, it is believed, exceed L. 50,000. ; and there- 
fore the undertakers have a profit equal to the intereſt of L. 250,000. 
br L. 12,500. yearly; from which nothing but the expences of 
inanagement and loſs by debitors is to be deducted. 
Io the country of Scotland the advantage has been an actual 
encreaſe of ſtock at the rate of L. 250,000. for each L. 300, ooo. 
of Notes circulated. Theſe Notes have ſerved all the purpoſes of 
money; and as a leſs quantity of circulating ſpecie became thereby 


neceſſary, the money itſelf, - as a valuable commodity, has been 
| | ſent 
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ſent to other countries, and, in return for it, * or the materials 
of manufacture brought home. 

The actual ſpecie cannot go ont of a country, after the eſta- 
bliſhment of a Bank, more than before it, unleſs it be ſent as the 
value of ſomething brought back in return. — A want of attention 
to this circumſtance ſeems to have induced ſome ingeniqus and even 
candid reaſoners to imagine that Banks are deftructive to a coun- 
try, as depriving it of its circulating caſh. 

When upon any occaſion the ſpecie itſelf is neceſſarily wanted 
to be brought back, the ſtock which was before purchaſed by it 
muſt always be able to command it, if a little time is allowed : 
nor can the expence of bringing the {pecie back ever exceed the 
rate of exchange added to the expence of . back, but in 
moſt caſes will be much under it. 

Neither does the objection which has been ſuggeſted againſt Banks, 
by a writer of the firſt rank, ſeem to be concluſive. He thinks they 
may hurt the trade and manufactures of a country, by augmenting 
the quantity of circulating money, ſo as to raiſe the prices of la- 
bour and of every thing elſe. But the anſwer ſeems to be, That 


a certain quantity of circulating money, and no more, is neceſ- 


fary for carrying on the tranſactions of a country; and therefore, 
till an encreaſe of tranſactions requires more, whatever additional 
quantity is either brought in or created, muſt flow out to other 
countries in the courſe of trade, and, in return for it, ſtock, or the 
materials of manufacture, will be brought home: fo that the en- 
crealing the caſh in any country connected with the reſt of the 
world by trade, cannot greatly, if at all, encreaſe the prices of 
labour or proviſions, till it has had an effect upon the circulatiag 
caſh in all other trading countries. And the fame author allow 8 
that the firſt effect of the ſudden encreaſe of ſpecie in a country is 
to enliven and accelerate trade and induſtry of every kind. 

The advantage which the country of Scotland has received from 
the Banks, is not confined to the encreaſing the national wealth in 
ſo great a proportion. It muſt ever be of the utmoſt importance 
to trade, manufactures and agriculture, to furniſh a ready means 


of procuring money to borrow on good ſecurity, which is effected 


without difficulty by the eſtabliſhment of a Bank. By this tlic 
whole land, and houſes, and ſtock in a kingdom, can, in effect, be 
employed as caſh in promoting induſtry and enereaſing trade. And 
without ſuch a reſource, every undertaking of any extent muſt be 
checked, and the employing great ſtocks muſt be rendered impoſ- 
lible; though great ſtocks employed are the only means of render- 
ing trade an article of national importance ; for in proportion to 
the greatneſs of the ſtock employed, the profits and the conſe- 
quences of any trade are rendered conſiderable to a country. 
„ Even 
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Even the internal commerce of a nation is promoted and en- 
licened by ſuch a recourſe; becauſe every man is enabled, in propor- 
tion to his real ſtock, to procure money for making ready pay- 
ments to all who bave demands upon him: and till payments are 
brought into that ſituation, a country muſt remain almoſt in a ſtate 
of barbarity. 

For facilitating this important advantage ariſing from the Banks 
of Scotland, in furniſhing money to every man in proportion to 
his ſtock, a method was invented, by caſh-accompts. This inven- 
tion deſerves the kighelt praiſe, The nature of it is, That the 
Bank, upon proper ſecurity, agrees to advance, to any perſon who 
can employ the money to advantage, caſh to a certain extent, at 
{uch times, and in ſuch proportions as he ſhall order, for which he 
is to pay 5 per cent, from the time of advancing the money : and, 
on the other hand, the Bank agrees to receive from him payments, 
from time to time, in ſuch ſmall ſums as the ſituation of his affairs 
will allow. By this means, no man pays intereſt for more than he 
immediately wants, and the moment he receives money he can pay 
it to the Bank, from which time the intereſt running againſt him 
18 ſtopped to the extent of the payment: ſo that every man has, 
by this means, not only the ule of his ſtock, as if it was money, 
but he w at once, the uſe of that money as if it was in his 
pocket, while, at the fame time, it is made to bear intereſt every 
jour that it is unemployed. 

It is by this means that private bankers in Scotland have been 
enabled to pay 4 per cent. for money lodged in their hands, and can 
yet afford to pay it on demand; and by lending out at 5 per cent. 
ſums equivalent to what are uſually lodged in their hands, they 
have gained a {mall profit to themſelves, but have promoted ma- 
nufactures and induſtry over Scotland in a very extenſive degree. 

The Bank is, then, of the utmoſt uſe to the merchants ; but, in 
its turn, the Bank receives the greateſt advantages from them. It 
is by opening -aſh-accompts, that the Banks have been enabled to 
circulate Notes to ſo great an extent, and have made their paper 
enter into every tranſaction, The limited tranſactions of the 
Banks themſelves, could diſperſe a very ſmall number of Notes. 
The only means it has of circulating extenſively, upon which its 
prokt depends, is by lending its paper-money to every perſon who 
can find gocd ſecurity ; and merchants are induced to borrow 
money preferably fi om the Banks, tho' they could often borrow it 
at a Jower intereſt elſewhere, chiefly on account of the great con- 
veuiency and advantage ariling from caſh-accompts. 

From this ſhort view of the nature and importance of the Banks 
of Scotland, it will appear, that nothing can influence the proſpe- 
rity of this count q in a greater degree, than the proper manage- 
ment 
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ment of theſe fountains of money and credit: and as it is of the 
higheſt conſequence that every one ſhould perceive how much may 
depend upon the conduct of thoſe who are truſted with the directi- 
on of our Banks, I will beg leave to figure ſome caſes of improper 
management, and point out the conſequences which ſuch manage- 
ment, if it ever ſhould exiſt, might produce, both as a warning 
againſt it, and as an argument to prove the importance of the truſt 
which is repoſed by the proprietors of Bank-ſtock, in the directors 
of the Bank. 

If it could be ſuppoſed to be poſſible, that men of narrow and 
contracted views ſhould ever be admitted to the direction of the 
Banks of Scotland, their conduct would have a direct tendency to 
check the progreſs of induſtry, or even to overwhelm the com- 
merce of this nation in its infant ſtate. Such men, in place of al- 
lowing every perſon who can find undoubted ſecurity, the benefit of 
converting his ſtock into money, by which alone the trade and ma- 
nufactures of a country can be extenſively carried on; ſuch men, it 
may be ſuppoſed, would be afraid to lend even upon the beſt ſecu- 
rity : they would limit the extent to which they were to lend, not 
in proportion to their Bank- ſtock, but in proportion to their fears : 
and though the more they lend, on proper ſecurity, their ſtock muſt 
encreaſe the faſter, and their danger become the leſs, yet would 
they be apt to tremble at that very encreaſe, and, by looking at 
a great object, their heads would become giddy ; without being 
able to conceive, that, to an extenſive mind, a great object is equal- 
ly harmleſs, and often more eaſily conducted, than a ſmall one. 

Such men could not be expected to perceive, that, by promoting 
the trade of a country, they would ſtudy their own advantage the 
moſt ; not only becauſe, in the midſt of general wealth and gene- 
ral ſucceks, bankruptcies are fewer in number, and ſooner recover- 
ed ; but that, by ſuch means, the circulation of paper-money muſt 
be greatly encreaſed : for the more trade there is, the greater muſt 
be the number of tranſactions, and a greater quantity of circulat- 
ing caſh required in the courſe of theſe tranſactions. But fo far 
would ſuch men be from entering into theſe views, that, in place of 
encreaſing the circulating quantities of caſh, as they found the trade 
of a country to encreaſe, they would rather keep to their original 
abſurd, limited maxims, or even, perhaps, attempt to decreaſe the 
circulation of their paper-money or Notes. 

But the capital occaſion in which ſuch men would diſcover the 
narrowueſs of their minds, and the ſhortneſs of their views, would 
be upon the eſtabliſhment of any rival Bank. No ſuch rival Bank 
could indeed ariſe, while the managers of the eſtabliſhed Banks 
are ſuppoſed-to-have performed their duty: but it, on the other 
hand, it is ſuppoſed that they have not furniſhed money to —_— 
offe 
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offered gobd ſecurity ; if they have not enereaſed the circulation of 


their Notes, according to the demands of trade; if they have nat 


eſtabliſhed a branch for caſh-accompts in the moſt remarkable trading 


towns, which, on account of their diſtance, could not otherwiſe have 


the benefit of that - uſeful invention; if they have not followed 
theſe obvious methods of rendering their Banks, as uſetul as they 
were capable of becoming ; they will no doubt be in hazard of 
feeing a rival Bank contend with them for the favour and protection 
of the public. 

Such rival Bank, it may be expected, will be undertaken by 
men of more enterprize and more extenſive views, All who have 
been refuſed by the former Banks, will apply-to the new. Thoſe 
whoſe trade has been cramped, and their induſtry checked by the 
limited views of the firſt Banks, will bere find a ready and plentiful 


ſupply ; the effect of which will be inſtantly perceived over the 


whole extent of à country; and, in proportion to the former 
weakneſs, folly and partiality of thei Banks, will be the ſucegl 
of the new, and the effects it will 

This ſucceſs, in place of hurting the Grit Banks, might be of ad. 


vantage even to them, and the encreaſe of trade and tranſactious 


would ſtill give circulation to a greater number of old Notes than 
the firſt Banks formerly yentwed to iſſue 3 and from the reſpe& 
which their long eſtabliſhment might give to the firſt Banks, they 
would naturally be preferred, in a great jon wt to the rival Bank. 
That this propoſition is true, may be proved by the experience 
of this very country: for it is well known that * circulation of 
the C Bank of Scotland was not hurt by the exeftion of the 
New Bank ; but that, on the contrary, its circulation has, ſince 
that time, encreaſed greatly. Perhaps the erection of that Bank 
may alſo tend to illuſtrate ſome of the other particulars we have 
Juſt now mentioned. 

But there is reaſon to believe, that the idea of receiying advantage, 
in place of injury trom a rival Bank, would be beyond the reach of 
ſuch men; and that they would immediately believe themſelves 
ruined, unleſs they were to be ſupported by enjoying a monopoly. 
They would a& with the narrow-mindedneſs of an ignorant tra- 
der, who, notwithſtanding the limited nature of his own tranſac- 
tions, never could be perſuaded that another might carry on the 
ſame branch, without taking the bread from his mouth, 

Every method would therefore be purſued by ſuch men, not to 
encreaſe their own circulation, but to diſtreſs ang interrupt that 
of their rival; nay, if they had the power, they would not heſi · 
tate, with ſacrilegious hands, to annihilate that new and extenſive 
ſupport of the country: and yet, perhaps, they would never he? 
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of endeavouring, by their own circulation, to ſupply thoſe wholg 
trade and ſucceſs depended on the other | hb Se 

It appeared of importance to expoſe the miſchiefs which 
might ariſe to this country, ſhould the direction of our Banks ever 
fall into improper hands; and alſo to point out. the-edVantages 
which might; in ſuch caſe, ariſe from a rival Bank : but, in gene- 


ral, it would appear, that the multiplicity of Banks is dangeroug 


to a country, if the neceſſity of rivalſhip, to check the deſire of 
monopoly, and to remedy the weakneſs of a bad adminiltration, 
did not ſometimes require it. If a ſingle Bank could be ſuppoſed 
at all times under the direction of men actuated by public and 
extenſive views, capable of exact attention, and free from thoſe 
prejudices and partialities which are incident to human nature, it 
would be infinitely more deſireable that the whole circulation of 
Scotland ſhould proceed from that ſingle Bank, whole credit would 
ſtand upon a firmer and more Extenſive footing, and whoſe power 
would be greater of ſupporting and extending trade. wk 
This, perhaps, is never to be expected. But the number of 
Banks ſhould only be encreaſed ſo far as is neceſſary to ſupply the 
defects ànd còrrect the miſtakes of the principal Banks. For if 
the number of Banks is too much augmented, the danger that 
ſome of them may fail, becomes very conſiderable ; and ſuch a 
faiture would always be dreadful in its conſequences to any country. 
The perſons whole views and habits. of thought render them 
chiefly fitted for the direction of public Banks, ſeem to be thoſe, 
who are accuſtomed to extenſive trade. It is not very probable, 
however, that ſuch men will ever be admitted to the direction of 
any of the eſtabliſhed Banks of a country, on account of thoſe 
ideas which may be expected to prevail in the direction of an old 
eſtabliſhed inſtitution. They can only ſerve their country, there- 
fore, by erecting a rival Bank; but, in doing this, it is their duty 
to guard againſt the poſhbility of a bankruptcy, the conſequences 
of which might prove deſtructive to thouſands: the moſt efſectual 
means of doing which ſeems to be, to engage in the copartnery 


as great a number of landed gentlemen, as can be admitted wich- 


out controuling and embaraſſing the management. 

It is the duty of ſuch a Pank, thus firmly eſtabliſhed, to prevent 
the poſſibility of farther inſtitutions of the ſame kind, by ſupply- 
ing plentifully the demands of the nation: and it is the duty of the 
merchants of a country to ſupport and encourage ſuch a Bank, and 
to diſcourage the eſtabliſhment of all other inſtitutions of the ſame 
kind, until the direction of this new eſtabliſhment falls into the 
ſame unſkilful hands which limited the uſefulneſs of the others. 

It is worth obſerving, That though perhaps in general no Bank 
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can be conducted with proper ſpirit, or rendered extenſively uſeful, 
unleſs it be under the direction of merchants; yet, at the ſame 
time, the riſks and hazard to which the fortunes of merchants are 
covtinually expoſed renders it improper that the credit of any Bank 
ſhould depend folely upoa them. 

A Bank, by not extending its circulation in proportion to the 

demands ot a country, may check the progreſs of trade and ma- 
nufactures: but it cannot prove deſtruftive, except in one of two 
ways; either by becoming bankrupt ; or, which is more frequent, 
by ſuddevly diminiſhing the quantity of its circulation. 
The bankruptcy of a Bank under proper regulations is not 
very much to be apprehended; -it can only happen when the ex- 
pence of management, and annual loſs by bad debts, exceeds the 
annual profit, and does not leave ſufficient to pay the loweſt uſual 
intereſt on the original ſtock. 

The failure of a Bank does not depend upon the failure of the 
particular partners. The Bank-ttock lodged will be transferred, 
while the Bank yields any profit, to the creditors of the particular 
partners, without loſs or injury to the Bank. 

But though the ric of bankruptcy is not conſiderable, and; 
under proper management, amounts to nothing ; yet a Bank, 


without becoming bankrupt, may be the ſource of inconceivable 
miſchief to a trading country: and this miſchief muſt always ariſe 


when a Bank attempts to diminiſh its circulation, eſpecially if it 
does it ſuddenly. This has the ſame effect that the ſudden annihi- 
lation of ſo much caſh would have in a country. Every man who 
engages in trade, mutt regulate his undertakings by the quantity 
of cath he knows he can command : if this is ſuddenly diminiſhed, 
it malt neceſſarily affect, in a ſenſible manner, every tranſaction in 
trade; and, if carried to a height, might occaſion a tote l bank- 
ruptcy : if done gradually, it will (till "have bad effects; becauſe 
it mult oblige every man to contract the extent of his dealings, 
and thereby not only diminithes the actual wealth of the nation, but 
puts a ſtop to the encreaſe of it by trade. The eminent author I 
have already mentioned may be referred to as an authority upon 
this point: We find, (ſays he), that in every kingdom into 
« which money begins to flow in greater abundance than former- 
&« ly, every thing takes a new face; labour and induſtry gain 
&« lite, the merchant becomes more enterpriſing, the manufacturer 
more diligent and ſkilful, and even the farmer follows his plough 
« with greater alacrity and attention,—A nation, whoſe money 
« "decreaſes, is actually, at that time, much weaker, and more 
« miſerable than another nation who poſſeſſes no more money, 
6 but is on the encreaſing hand.“ 
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I canrot help conſidering the late ſtep taken by the two Banks 
at Edinburgh, in recalling their caſh-accompts, as having the ſtrong- 
eſt tendency of this kind: and therefore it may be proper to con- 
ſider what motives may have occalioned it, and what ſecurity to 
the public may be deviſed agdinſt the conſequences of any future 
ſteps of the ſame nature. 

Of late, the exchange upon remitting moncy from Ediaburgh 
to London, has riten to a great height; and the Banks at Edin- 
burgh have found the demand upon them for fpecie, in exchange 
for Notes, to encreaſe very much ; and, at the ſame time, have 
found greater difficulty in being ſup plied with caſh, To remedy 
this inconveniency, they have judged i it proper to recall one Fourth 
of the caſh-accompts ; and if this ſhall not prove effectual, they 
will, perhaps, in a little time, recall the whole. 

It is a proper object of enquiry, in what manner the high exchange 
occaſions a greater demand of ſpecie upon the Banks; and whetner 
the ſtep lately taken will diminith the exchange, or the demands 
upon the Banks for ſpecie. 

The word Exchange imports no more than the giving money 
in one country for money in another. When a premium mult be 
paid in the one country, for a bill payable in the other, the ex- 
change is ſaid to be high, and to be againſt the firſt country. 
when no premium is required, it is at par: — when a diſcompt is 
allowed to the perſon who . dvances money in the ſirſt country, 
upon receiving a bill on the ſecond country, exchange is ſaid to 
be low, and in favour of the firſt country, 

The rate of exchange between any two cauntries is regulated 
by two circymſtances : I/, The degree in which the payments to 
be made by the one country, exceed thoſe to be made by the 
other: and, 2d;/y, The degree of riik and expence which at- 
tends the carrying of ſpecie from the one country to the other. 

Exchange can never regularly exceed the expence and rilk of 
carrying the money from the one country to the other, but it may 
fall greatly below it; and when the payments to be made by each 
country are nearly equal, it will often be at par. 

If the buyers and ſellers of bills of exchange upon London 
were only Scotchmen, Bank Notes would anſwer all tranſactions 
of that fort, equally with money: but when a bill on Loidon 
can fell at Edinbur gh at 2 or 3 fer cent. premium, and can be 
bought in the adjoining country of England at par, it will al ways 
be a practice to purchate bills on London at par, and fell them 
here for as high a premium as they will yield, and to carry away 
the ſpecie to England, in order to purchaſe more bills: and as little 
B 2 ſpecie 
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ſpecie is to be got in this country but from the Banks, theſeYemands 
will ultimately terminate there. 

When the exchange riſes to a height, it will alſo be a fre- 
quent practice for thoſe who have large ſams to pay in London, to 
carry the ſpecie itſelf either the whole journey, or at leaſt to the 


| firſt town of England where bills on London can be purchaſed 


at par ; and this mult occaſion another drain of ſpecie from the 
Banks. 

It may therefore be conſidered as a maxim undeniably true, That 
whenever the exchange is high, an unuſual demand for ſpecie will 
be occaſioned alſo. 

The exchange between two countries may be diminiſhed by 
every means which leſſens the demands which the one country has 
upon the other, or whuch facilitates the tranſporting of coin from 
the one to the other. 


To diminiſh the demands which England has upon this country, 


muſt be the effet of the encreaſe of our own trade, and the pro- 
moting the conſumption of home manufactures, which is a ſlow 
remedy, and requires time; but there is reaſon to believe it will 
at laſt prove effeftual. The facilitating the exportation of our 
ſpecic is in our own power ; the diſtance between Newcaſtle and 
Edinburgh is fo ſmall, that the expence of carrying money there 
cannot exceed one fourth per cent; and therefore, if it was not tor 
our own miſconduct, the exchange ought never to exceed that rate, 
or a little more. 

I know it will ſeem ſtrange to ſay, that, by making it eaſy to 
tranſport our caſh, we ſhould deviſe the moſt certain means of keep- 
ing it at home ; but nothing can be more certain in matters of 
exchange. If a law were made, prohibiting, under pain of death, 
all coin or ſpecie to be carried from Scotland to England, the 
e:change might riſe, perhaps, to 50 per cent.; and yet a much 
greater quantity of ſpecie would be carried out than if no obſtruc- 
tion ve. e thrown in the way; becauſe the high exchange is a 
Fremium of the molt tempting fort, to make all men endeavour to 
clude the law. The attempts which are made to keep ſpecie in a 
country, put one in mind of the tricks of a juggler, where the 
harder you graſp what is put into your hands, you are the more 
certain to lole it. 

But as we ought to facilitate the exportation of our ſpecie, in 
order to keep down the exciianve ; fo we mult take the molt ef- 
fectual precautions, at the ſame time, to bring regularly back at 
leaſt as great a quantity as we find is carried off, This can never 
Fe diſ̃cult, if proper attention is given to keep down the exchanpe : 
tor, ia the firft place, very little ſpecie will, in that caſe, be carricd 

away; 
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away; and, ſecond/y, when the exchange is low, it can be brought 
back at a ſmall expence. 

It will be ſaid, perhaps, that though the exchange may be raiſed, 
by the difhculty with which payments in caſh are obtained from 
the Bank; yet that this reluctance of theirs, and the tedious ob- 
ſtructions they have uſually thrown in the way of ſuch payments, 
has diſcouraged greatly the trade which was attempted to be car- 
ried on from Newcaſtle, of ſending London bills to be fold here, 
and then carrying away caſh in return. 

But, in the fir/t place, it may be doubted whether this method 
of proceeding is altogether juſt, or conſiſtent with the very nature 
of a Bank, whoſe Notes are current upon the faith-and confidence 
that the money they pals for may be had upon demand: and if it 
were thought that there is no injuſtice in treating a Newcaſtle 
man in this manner, will it be ſaid, that, with reſpect to our own 
countrymen, who chuſe to carry their money elſewhere, there is 
no injuitice in thus counteracting the public faith of the Banks? 
for in this reſpect, all men of every country have been treated 
alike. 

Independent, however, of the point of morality and juſtice, 
this method is ineffectual, and it is alſo impolitic. That it has 
proved unſucceſsful, tho* carried to a great height, appears from 
the neceſſity our Banks have thought themſelves under of recall ing 
one Fourth of the caſh-accompts. And indeed it is plain, that while 
the exchanye is high, the trade of carrying the caſh out of the 
Kingdom mult take place: and though great companies perhaps 
may deſiſt, after being ill · treated, yet the infiuite number of ſmall 
dealers will never be deterred ; and, while high profit excites them, 
they will perſiſt ſo long as a ſix- pence of ſpecie remains in the king- 
dom. The greater the obſtruction that ariſes from the Bank, the 
higher the exchange will ariſe, and the greater will be the incite- 
ment to ſuch dealers to perſevere. 

I will not pretend to ſay, that, after things have been al- 
lowed to come to ſuch extremities, we have it in our power to 
remedy them, by the fame means which would have ſerved to pre- 
vent the evil. Perhaps the exporting the whole ſpecie of Scotland 
would not be ſufficient now to bring the exchange to par; and no 
proper precautions have been taken to ſupply the place of what 
ſhall be carried away : but I will venture to affirm, that if the 
Banks had in proper time ſccured large ſums of caſh in England 
when exchange was low, and had lent that money to the public 
companies there at intereſt, they might have recalled it gradually 
from time to time, as the courſe of e: change required; and by 


that means, and by oficring no obſtruction to the exportation of 


ſpecic, 
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fpecie, they might have prevented the exchange from ever riſing 
high. As they have neglected this precaution, jt is juſt they ſhould 
ſuffer, but not that they ſhould on that account bring deſtruction 
upon the trade and manufaRures of this country. I am farther of 
opinion, that it is in their power {till to bring down the exchange, 
by employing their credit in England, and drawing bills of ex- 
change upon that country at a moderate rate; and what they now 
draw for, they may pay back at a convenient time, which cannot 
now be very diſtaat : and it they ſhall follow this courſe, it will 
be equally unneceſſary and improper to obftrut the exportation of 
our ſpecie. 

Let us now examine what effect the recalling the caſh-accompts 
can have upon the exchange, or upon the exportation of our ſpecie. 

The eſfe*t of this ſtep muſt be, to diminiſh the quantity of circu- 
lating cath; and that muſt have the effect to diminiſh our trade; 
but it cannot in any degree diminiſh the ſurplus of payments to be 
made by us to England, but rather the contrary ; neither can it 
have any effect to facilitate the exportation of our coin. 

So loag as great ſums are required to be paid at London, and 
ſpecie cannot be carried from hence but with much trouble, expence 
and riſk, the rate of exchange muſt neceſſarily continue high, and 
the diminithing the circulation of Bank-notes can have no tendency 
to ci miniſh it ; though by decreaſing our trade, and thereby en- 
crealing the balance due to England, it may have the oppolite ef- 
ſect. 

No ſtep, therefore, it would ſeem, was ever more dangerous or lels 
eſtectual than that which was lately taken by the two Banks: 
and what ſeems to render it without excuſe, is, that it has been 
publicly faid, that both Banks had it in their power to be ſupply- 
e with as much ſpecie as their utmoſt demands could require, 
214 at liberty too toencreaſe, inſtead of diminiſhing their circulation, 
by a contract for years, upon payment only of L. 1600. or 
I.. 1500. per annum for each Bank. But the late unuſual riſe of 
exchange had given them, it ſeems, an alarm; and in place of 
tracing; out the cauſes of this, and endeavouring to counteract them, 
a defperate and ineffectual ſtep has been taken. | 

They ſeem to have been led into this, by a notion that if 
they could diminiſh the circulating paper-money of the kingdom, 
perſons would not be found to purchaſe the Newcaſtle bills on 
London which are brought here to be fold. But it is very plain, 
that no perſon would buy Newcaſtle bills unleſs there was a de- 
mand for money at London, which theſe bills ſerve to ſupply ; and 
the bringing theſe bills to market muſt tend to diminiſh in place 
ot acightening the exchange. While that demand continues, _ 
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bills muſt neceſſarily be ſtil] purchaſed, though the circulating caſli 


is diminiſhed in Scotland. Neither will this ſtep induce our coun- 
trymen to bring down the money they have in England. If the 
profits upon their money there had not been high, the profit of the 
exchange would have induced them to bring it down; but as that 
has had no effect, the preſent ſtep taken by the Banks will only 
induce them to find other means in Scotland ot ſupplying the cir- 
culating caſh of the country. 

The real cauſe of the unuſual riſe of change ſeems obvious; 
it proceeds from ſeveral cauſes operating together ; molt of them 
are however only temporary. 

The only permanent cauſe which ſeems to have affected our 
exchange is the encreaſe of the public taxes. The other cauſes 
are temporary, and may be all reduced to two heads, which ariſe 
entirely from the preſent war; namely, the diminiſhing the 
number of troops ſtationed in Scotland, and of conſequence the 
remittances from London for their payment; and the high premi- 
um given by the public for money to ſupport the war. This laſt 
circumſtance has had the chief effect. Great ſums of money had 
been lent out in Scotland by perſons reſiding in England, on ac- 
count of the higher rate of intereſt here. This money has not only 
almoſt univerſally been recalled, but many perſons reſiding in 
England have borrowed large ſums in Scotland, to be employed 
in the public funds. Many of our countrymen too have carried 
to London or remitted thither all the money they could raiſe or 
borrow, in order to employ it in the ſame manner. 

Theſe ſeveral cauſes uniting at one time have brought things to 
their preſent ſituation ; but it is evident that their effects cannot be 
permanent; and particularly, it is probable that all the money in- 
tended for the public funds is already in England, and therefore 
the gradual operations ot trade, which formerly kept the exchange 
at a moderate rate, mult ſoon reſtoreit to its former ſituation. 

After ſuch a ſtep as the two Banks have lately taken, every one 
will perceive that farther proceedings of the fame kind may prove 
dangerous and deſtructive to this country. An eaſy and obvious 
remedy occurs. A rival Bank may be erected, under the direction 
of Gentlemen in whom the public has reaſon to conſide; or ſome 
of the Banks already eſtabliſhed at Glaſgow may eltabliſh a branch 
at Edinburgh, and open caſh-accompts there for the ſupport of 
trade and the ſecurity of the country. It is probable, that upon 
the firſt hint of an intention of this fort the two Banks at Edin- 
burgh will attempt to retrieve the confidence of the public ; but 
it would be improper to be diverted by ſuch temporary reforma- 
tion from providing a ſecurity againſt their future proccedings. 

It 
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If che conſiderable merchants of Edinburgh, or the managers oſ 
the Glaſgow Banks are actuated by that public ſpirit which they 
profeſs, or endued with that penetration which has been aſcribed 
to them, it is their duty immediately to embrace this meaſure, 
and it is the duty of every man in trade to ſupport them in it. But 
if on this occaſion they diſcover a want of zeal, or a dread of 
pitiful conſequences, the public will be taught to athx a proper 
ſtamp upon their characters, and will with-hold from them that 
encouragement which @cy may one day ſollicit in vain, 
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